SYSTEM AND METHOD FOR MESSAGE COMMUNICATION 


Cross-reference to Related Applications 

[0001] This application claims priority to U.S. provisional patent application no. 

60/411,200, filed September 17, 2002 entitled "SYSTEM AND METHOD FOR 
MESSAGE COMMUMCATION." The entire contents of that application are incorporated 
herein by reference. 

Background of the Invention 

[0002] The Financial Information Exchange (FIX) Protocol, originated in 1992 by 

members of the financial community (the FIX committee), is an open standard specification 
for automating the trading of financial instruments. The FIX committee publishes the 
protocol and related information on the Web site "www.fixprotocol.org." 
[0003] The protocol was created for the purpose of streamlining a pre-existing 

manual process, largely dependent on the telephone and fax machine. It replaced these 
inefficient and diverse mechanisms with a uniform direct computer-to-computer 
communication mechanism. 

[0004] The protocol describes a standard set of electronic messages that can be 

exchanged for communicating interests in buying and selling, orders to buy and sell, and 
reports of purchases and sales. 

[0005] The specification is generally referred to as a type "tag equals value", 

because each specific item (sometimes called a field) of financial data (order price, order 
quantity, etc.) is assigned a unique number called a tag, and arranged in a message sent by a 
sender to a receiver with the tag followed by the equal sign character ("=") followed by the 
item (field) value. 

[0006] For example, tag number 38 is assigned by the FIX protocol to the number of 

shares ordered. A sender wishing to order 5000 shares of stock arranges the quantity 
ordered field in a message with the tag number ("38") followed by an equal sign ("=") 
followed by the actual number of shares ordered ("5000"), for a quantity ordered field entry 
of"38=5000". 

[0007] However, in systems utilizing, or derived from, the FIX protocol, the 

message sender and message receiver are constrained by the specifications of the protocol, 
i.e., buyers or sellers cannot interpret messages other than within the FIX specification. 
Specifically, where a buyer indicates 38=5000, the quantity value "5000" associated with 
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tag number "38" indicates the number of shares of stock a buyer wishes to purchase, and 
nothing more. The complement is true for sellers wanting to sell a particular number of 
shares. Additionally, in "active" systems, where the sender's request is distributed to a 
plurality of receivers, the exact request is known to all the receivers, even where the sender 
may desire to keep this information confidential. Furthermore, systems that expand on the 
FIX protocol are typically costly, require additional software or hardware, and in turn, 
require additional training and/or education of the users. 

Summary of the Invention 

[0008] The present invention enables a sender of a financial message adhering to a 

field delimited communication protocol to use an entry in a specified field of the protocol to 
communicate a coded message having a meaning outside the publicly-known meaning 
within the protocol. In one preferred embodiment, a sender of a Financial Information 
Exchange (FIX) message uses the order quantity field ("tag 38") to communicate coded 
instructions to the message receiver on how to interpret the contents of the financial 
message. 

[0009] The invention allows a party to define how values placed in the order 

quantity field will be interpreted. For example, the value may act as a code changing the 
meaning of the message from the FIX standard meaning to some other meaning. The exact 
meaning given to the coded number(s) may be different for each sender/receiver pair, or the 
same or similar codes may be used between a single sender and a plurality of receivers, as 
well as between any number of sender/receiver pairs. 

[0010] The present invention is beneficial in that there are no additional costs 

associated with encoding messages, there is no additional software associated with encoding 
messages, and there is no significant learning curve for users utilizing the invention. 
[001 1 ] In one aspect, the invention encompasses a method for securely 

communicating financial information, the method comprising: receiving over an electronic 
computer network a coded message comprising an entry in a specified field of a field 
delimited communication protocol, and interpreting the encoded message to have a meaning 
different from a publicly-known meaning for entries in said specified field. 
[0012] In one embodiment of the invention, the field delimited communication 

protocol is the Financial Information Exchange (FIX) Protocol, or a protocol derived 
therefrom. 

[0013] In another embodiment, the specified field is an order value field. 

[0014] In further embodiment, the specified field comprises a FIX tag 38 entry. 
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I0015J „ one embodimen , ^ mcodai (o a ^ ^ ^ 

001«) I «-o*erembod i „,e n «, t hee„coded m essagec OII e S po„ds«„ m i„dica t io I1 of 
Interest (101) for a number of shares. 

loom m another ^ lhe presem . nvent . on encompasses a me(hod fer s 

conrnrunicating finatteia. information, the method comprising: encoding a message 
compnsing an entry in a specified fieid of a field delimited communication protocol 
wheretn said encoded message is intended to have a meaning different from a publicly, 
known meaning for entries in said specified field; and transmitting the encoded message 
over an electronic computer network. 

Brief Description of the Drawings 

[0018] Fig. 1 is a block diagram illustrating one embodiment of the present 

invention; 

10019] Fig. 2 is a flow diagram illustrating aspects of system operation in one 

embodiment for the invention; 

[0020] Fig. 3 is a block diagram fllustrating yet another preferred of the present 

invention; and 

[0021] Fig . 4 is a fl ow diagram i]lustrating ^ rf ^ ^ 

embodiment described in Fig. 3. 

DetaUed Description of Preferred Embodiments 
10022! Fig. . iHustrates one prefetred embodiment of me present invention. Shown 

m Ftg. 1 ,s a buyer . .0 and a setter , ,2 utilizing fte tvpical order management system 
mterfaces 102A and 102B of firms 100A and 100B respectively. Order management 
system interface .02 is preferably a personal computer, remote tormina., workstation or 
other computing entry device adapted for user interaction with a finn order management 
system 100. As shown in Fig. order entty interface 102 comtects to order management 
system ,00 via connection ,40. As known in th e art, order management system interface 
102 may connect to order management system ,00 via a direct connection, a loca! intranet 
mteme, connection, or outer suitable electronic network connection. 
10023) Also shown in Fig. 1 is secure repository 104. Secure repository 104 is a 

computmg device adapted to facilitate financial transactions between a buyer 110 and a 
seller 112. In one preferred embodiment, information transmitted to secure repository ,04 
■s kept confidential, m this way factions between buyer , ,0 and seller . 12 remain 
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"T* ** ^ PrefOTed * *e identities of the parties may be made 

available to each olher via secure repository 104. 

I«0") Order management system 100 preferab.y communicates with secure 

repository 104 via connection 152. As shown in Fis 1 each firm t on r u, 

,. n in rig. l.eachfum 100 preferably maintains 

separate connection, connections 152A and ,52B, with secure repository ,04. As known 
m the ^connection ,52 may be established via a secure interne, or oujsuitable 
. ectromc network connection. Communication via connection ,52 ,sp rc ferab,y governed 
by a fle d dehmited communication protoco,. One such protoco, u„h 2 ed in the fil of 
financia, transactions is the Financia, mfonnation Exchange (FIX) protoco, 

u h K AIS0Sh0WninK * 1 -^-<°«. Traders,06faci,i,a,es,ocksa,esa„d 
purchases between buyers and setiers. As known m the m , ^ m ^ 

broWdea.ens. Traders ,06 communicate with their respective buyer „0 and seUer , ,2 

54 ,s telephomc connection, ht another preferred embodiment, connection ,54 ,s a data 
connection v,a an interne, or other suitame network connection. As wiU be recognized " 
combmation of Aphonic or e,ec,ronic network connections are accep,ah,e 

I0026J Triers ,06 a,so communicate with secure repository ,04 via network 

_ I56A md 156B . „, a prcfaie<i ^ ^ ^ 

res"' " ^ 10 *** ' 06A " ^ — '** - 

10027] Fig. 2 is a flow diagram illustrating a prefeired embodiment for securely 

comntumcatrngfinancialmformationoveranel^omccomputernetwork. Inthis 
embodiment, the financia, information comtnunicated is infonnation to initiate a stock trade 
^cet.buyer„0andse,,er„2. ^ anofiter embodimen,, the financia, information 
— ed ts mf 0 ,io„ regarding an hrdication of Merest of a buyer in a particular stock. 

If K, a „ 2 ' fa ^ 260> ^ ' I0 ' Se,te 1 12 ' ««- Party 

Zmco r es how in spec,fied fleMs ° f * e fieM **— ' 

Protoco, w,„ be intend. !n this way, entries i„ specif ,ed fi e ,d s may represent coded 

sTeTd AT ° f PUb ' iC,y " kn ° Wn defini ' i0nS *~ — 

comb r S T ^ 3 ^ tumeric, o r . 

combmation of alphanumeric and numeric entries. 

100291 m one preferred embodiment, on,y one entity defines the encoding scheme 

fo cntnes ,„ one or mo re specified fields of the protoco,, and distribute, the encoding 
scheme ,o one or more parties that may be recipients of the encoded message, m another 
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embodiment, one or more entities may aeree a* tn th^ t^rmc ~r+u 

»»» ^ to the terms of the encoding scheme, and, if 
desired, distribute the encoding scheme to other parties. 

100301 As described above, the FIX protocol may be utilized for facilitating 

financial transactions between buyers and sellers. One specified held in the FIX protocol is 
tag number 38, which represents a number of shares ordered. Other fields may be specified 
such as a FIX tag number 53 ("Quantity- fleld) or FIX bg ^ m ^ ^ ' 

11 ta ° M """odimeM, a buyer B may define that when a seller A ' 

mpurs only a single digit „ ,he quantity field of a tag 38 entry, the single digit is a coded 
message signifying . purchase order of „ sing , e ^ x ^ ^ ^ ^ ^ 

A mputs ••38-5", buyer B would no, interpret the message as an order for 5 shares (FIX 
meaning), but as an order for 50,000 shares. 

10032] ta another exemplary embodiment, a seller A may define a single digit in the 

quantity field of a tag 38 entry as a coded message signifying . purchase order of „ sing|e 
digit" x 1,000. For example, where seller A inputs "38=5", a buyer C would no, interpre, 
die message as an order for 5 shares (FIX meaning), bu, as an order for 5,000 shares 
(0033) In ye, ano,her exemplar embodiment, a buyer can communicate an 

inthcation of inter*, (,01) in a stock ,o a receiver, no, by sending an indication of interest 
message (FIX standard), bu, by sending an order message with a particular code number in 
■he order quantity field of ,he order message. Specifically, a buyer A, a seller D, or o,her 
party, may agree «ha, when A sends only a single digit in ,„e quantity field of a tag 38 
entry, ftc single digi, is a coded message sigmfying an Indication of hneres, (l OI) f or 
"single digi," , ,0,000. For example, where A inputs ..38-3", D would no, interpret ,he 
message as an order for 3 shares (FIX meaning,, bu, as an indication of interest (IOI) for 
30,000 shares. As illustrated in this example, the present invention enables a sender ,o send 
an mdication of interna f or 30,000 shares" by sending an "order for 3 shares" message 
rather than by sending an Indication of Interest message independently. 
10034] As will be recognized, the entiles in the quantity field of a tag 38 entry or 

ofter specified field, may be defined in my way. For examp.e, having „„,y „ ne digit ' 
presen, in tire quantity field cou!d he defined ,„ i„ dicate „ hdication of ^ for 
digit" x ,0,000, bu, having nvo digits present in <he ,uanti,y fi eld could ^ deflned , 0 
mdicate an order for "two digits" x 1,000. In an alternate coding scheme, each number may 
correspond ,„ a unique aennition. For example, having i„ Ae quamity fieM 
m ,ca,e an order for 20,000 shams, having a «2" in the q nan,i,y field would indicate an 
order for 25,000 shares, having a »3» in the quantity field would mdicate an order for 
27,500 shares, etc. 
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[0035] Referring again to Fig. 2, in step 262 a buyer 1 10 and a seller 1 12 input 

financial information into order management system interfaces 102 A and 102B 
respectively. In one preferred embodiment, buyer 110 inputs encoded financial information 
comprising the number of shares of stock the buyer is interested in purchasing, and seller 
1 12 preferably inputs encoded financial information comprising the number of shares of 
stock the seller is interested in selling. In another embodiment, buyer 1 10 inputs financial 
information comprising an encoded indication of interest. As described above, such an 
indication of interest may also include a specific entry representing the number of shares the 
buyer is interested in. As further described above, such encoded entries may preferably be 
represented in the quantity field of a tag 38 entry. 

[0036] In a preferred embodiment, at step 264, encoded messages transmitted from 

buyer 1 10 and seller 1 12 via their corresponding order management systems are received 
and registered at secure repository 1 04. The registration process may include parsing 
information contained within the message to extract entries from one or more specified 
fields. Registered messages are preferably stored electronically (e.g., in a database). 
[0037] Secure repository 104 preferably utilizes information from registered entries 

to match similar requests by complementary parties. When a match between a buyer and a 
seller occurs, the results are transmitted, at step 266, to traders 106A and 106B associated 
with the matched parties. In a preferred embodiment, secure repository 104 utilizes a 
predefined matching scheme to associate two messages. As will be recognized, secure 
repository 104 may utilize various matching methods to accommodate the type of financial 
messages being transmitted by a buyer or a seller. 

[0038] For example, where a buyer transmits a message containing a request to buy 

a certain number of shares of stock, secure repository 104 may match the buyer with a seller 
who transmits a message containing a request to sell the same number of shares of stock. 
As known in the art, this method matches the natural buyer with the natural seller, or the 
"natural other side." In another embodiment, secure repository 104 matches messages 
where the offer to sell is equal to or greater than the offer to buy. In yet another 
embodiment, secure repository 1 04 matches messages as defined by the entity that operates 
the repository. In yet another embodiment, secure repository matches coded messages as 
defined by the encoding scheme described above. In yet another preferred embodiment, 
secure repository 104 is not privy to the encoding scheme, and therefore, matches encoded 
messages as if they were not encoded. The meaning of these matched messages is known 
only to the parties of the match. 
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[0039] After notification of a match, at step 268, traders 106A and 106B confirm the 

terms of the match with their respective buyer and/or seller. As described above, traders 
106 may confinn via a telephonic connection and/or via a suitable electronic network 
connection. In one embodiment, traders 106 are aware of the encoding scheme prior to 
confirmation of the match. In another embodiment, traders 106 are made aware of the 
encoded message after a match has occurred. 

[0040] I„ one embodiment, at step 270, traders 106A and 106B communicate with a 

broker (not shown) to complete the transaction under the terms of the matched entries (i e 
the confirmed orders are crossed). For example, trader 106A may transmit the confirmed ' 
terms of the matched entry to the broker, and trader 1 06B may transmit the confirmed terms 
of the matched entry to the same broker. In this way, the order can be crossed. 
[0041] In step 272, brokers, under direction of their clients, may indicate that an 

additional quantity of stocks may be purchased or sold. In a preferred embodiment these 
additional shares are purchased at the crossed price. In another preferred embodiment, at 
step 274, the terms of the additional shares are negotiated after the confirmed order is 


crossed. 


[0042] In one embodiment, at step 276, when the transaction between the buyer and 

seller is complete, it is reported in the third market. In this way the parties to the transaction 
remain anonymous. 

[0043] As will be recognized, the methodology of the embodiments described in 

connection with Figs. 1-2 are sometimes referred to as "passive" indications in that secure 
repository 104 accepts financial messages from buyers and sellers and matches them based 
on some criteria. As will also be recognized, the embodiments described in connection with 
Figs. 3-4 (below) are sometimes referred to as "active" indications in that the secure 
repository accepts a message from only one party (a sender), and actively transmits that 
message to solicit responses before a match occurs. Further, steps 266-276 are referred to 
as "normal" processing, in that these steps are completed in both active and passive 
indications. 

[0044] Fig. 3 illustrates a preferred embodiment of the present invention known as 

an active indication. Shown in Fig. 3 is sender 310, who may be either a buyer or a seller. 
Sender 310 utilizes a typical order management system interface 302 of firm 300 Order 
management system interface 302 is preferably a personal computer, remote terminal, 
workstation, or other computing entry device adapted for user interaction with a firm order 
management system 300. As shown in Fig. 3, order entry interface 302 connects to order 
management system 300 via connection 340. As known in the art, connection 340 may be a 
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direct connection, a loca. intone, connection, an interne, con„ec ti „„, „ r other suitable 
electronic network connection. 

[0045] Also shown in Fig. 3 is secure repository 104. Seeure repository 104 is a 

computing device adapted to facilitate financial transactions between a sender 310 and a 
plurahly of message receivers, finns 330A-330N. In one preferred embodiment 
mformation transmitted to secure repository 104 is kept confidential. I„ this way 
ttansactions between sender 3.0 and receivers 330 remain anonymous, fir other preferred 
embodiments, the identities of the partes may be made available to each other via secure 
reposttory ,04. In ye, another preferred embodiment, recetve. 330A-330N are designated 
by sender 3,0. In tins way, ,he sender remains anonymous to a„ panics, and the receivers 
rematn anonymous to each other. In yet another preferred embodiment, the sender may 
define categories of receive, and members of those categories automatical receive 
message*). This may also preserve the identity of the sender, as we,, as tha, of the some or 
all ot tite receivers of the message(s). 

[00461 As shown in Fig. 3, fitm 300 preferably maintains connection 352 with 

secure repository ,04. Communication via connection 352 ts preferaMy governed by a fic,d 
dehmtted communication protocol. As described above, one such protocol utiUzed in the 
field of financial ttansactions is the Financial Information Exchange (FIX) protocol 
10047] As shown in Fig. 3, firms 330A-330N communicate with secure repository 

.04 vta ^connections 320A-320N respective*. As known in tite art, connections 320 may be 
estabhshed vta a secure te.ephonic, Interne, or o,her sui,ab,e etecttonic network connection 
Messages transmitted from secure repository ,04 via connections 320 are preferaMy active ' 
mdtcations in ,ha« no ma,ch is required before ttansmission of me message to the receiver 
As desenbed above, these receivers may be anonymous, may be designated by ,he sender' 
or may be members of, category designated by the sender. Further, fltese receive, may be 
Cents of the entity tha, opera,es me secure repository. As wiU be recognized, where the 
sender ts a buyer, the receivers are typ.ca.ly sellers, and vice vetsa. 
10048] As shown in Fig. 3, and described in detail below, when secure repository 

104 defines fta, a matt* 354 has been made, "normal" pressing occurs 
[0049] Fig. 4 is a flow diagram illustrating a prefened embodiment for securely 

communicating financia, information over an e.ecttonic computer network in connection 
w«o F,g. 3. h, tins embodiment, tire financia, information communicated is information to 
untiate a stock trade between a sender 3,0 and ftans 330. In ano,her embodiment me 
financia, infotrnation transmitted is infonnation regarding an indication of hrtetestof sender 
3 1 0 in a particular stock. 
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[0050] As shown fa Fig. 4, in step 460, a sender 310, a firm (one of 330A-330N) or 

a tod party preferably defines how emries fa speeified fields of the field delimifed 
communication profocol will be interpreted. Defining tee entries is described in defail fa 
connection win, Fig. 2. As desenbed above, the FIX ptotocol may be utilized for 
facildating financial transactions between senders and receivers. 
1005! 1 fa step 462 a sender tape* ffaancia, infonnafion into order management 

system interface 302. fa one embodimenf, sender 310 preferably inputs encoded financia. 
■nformafion comprising the nnmber of shares of stock fhey are interested in purchasing In 
anofher embodimenf, sender 3 1 0 inputs financia! infonnafion comprising an encoded ' 
md,ca„on of inferos, for a particular sfock. As described above, such an indication of 
.uteres, may also include an encoded entiy representing the number of shares fhe buyer is 
tmerested in. As further described above, such encoded enfries are preferably represented 
in the quantity field of a tag 38 entry. 

10052] fa a preferred embodimenf, encoded messages are transmitted from sender 

310 vta order management system 300 fo secure repository ,04. The encoded message is 
■hen registered fa step 464. As described above, registered messages may be stored 
electromcally, e.g., in a database, and may include panting information contained within the 
message to extract entries from specified fields. 

10053] After registration, in step 466, messages are actively transmitted ,o receivers 

330. After receiving ttansmiffed messages from secure repository 104, each firm 330 may 
reply ,„ the active indication by submitting a response ,o secure repository 104. fa step 468 
secure repository 104 prefercb.y uti.izes infonnation from registered enfries and finn ' 
responses ,o active indications to match similar requests by complement^ parties. When a 
match between a sender and a receiver occurs, fa step 470, "normal" processing of the 
match proceeds as described above. When the transaction between fhe sender and receiver 
■s complete, i, is reported in the tod market, as above, ,o maintain user anonymify 
(0054] fa certain emb „ diments> mlra may „ e h place ^ govem ^ 1mtam 

desenbed ,„ connection with tire prcsen, invention. For examp.e, a ru.e may specify a 
mmm^ number of ondeted shares, «.g. 10,000 shares. Anotircrrulemayspecifyfha.no 
shot, nades wffl be al.owed. 0«her rules may specify ma, matehad crosses are made a, fhe 
mtdpoin, while other crosses are made a, a ncgofiated price. The invention is preferably 
adapted ,o ensure ,ha, all parties adhere to those rules fha, are cturenfly fa place " 
10055] Although the preferred embodiments of fhc present invention have been 

dtsclosed for i.lusfrative purposes, those skilled in fhe art win appreciate ma, various 


-9- 


NY? MMfWfS? 


modifications, tat additions and substitutions are possible, without departing from the scope 
and spirit of the invention as recited in the accompanying claims. 
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